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May 12, 2006 
 
Memorandum 
 
To: Members of the Board 

    
From:  Wendy M. Comes, Executive Director 
 
Subj: Conceptual Framework Acceleration Plan – Tab J1 
 
 
A revised plan for the acceleration of the conceptual framework is attached. Phase 3 
was revised since you last saw the plan in January. I am recommending that we use a 
task force to ensure that the Board has the benefit of input from individuals with 
extensive and diverse experience related to financial sustainability reporting. Other 
changes to phase 3 include designation of staff assignments regarding specific portions 
of the research.  
 
At the Board meeting, I hope to receive approval to form the task force and begin work 
on Phase 3 based on this plan. If you have questions regarding the proposal, please 
contact me at 202 512-7357. 
 
 
 

 

                                            
1 The staff prepares Board meeting materials to facilitate discussion of issues at the Board meeting. This material is 
presented for discussion purposes only; it is not intended to reflect authoritative views of the FASAB or its staff. Official 
positions of the FASAB are determined only after extensive due process and deliberations. 
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CONCEPTUAL FRAMEWORK ACCELERATED PLAN 

The Board developed a core set of accounting standards and initial concepts 
statements on reporting objectives and entity and display early in its first six years of 
operation.  Concepts and initial standards were developed concurrently. At this time, the 
Board believes that it should review and add to or modify concepts statements.2 
However, the Board does not believe that this effort should come at the expense of 
developing new standards that would enhance federal financial reports. Thus, the Board 
is undertaking a concepts project that (1) is linked to ongoing and future standards 
projects and (2) envisions phases so that incremental progress can be made. Active 
consideration of conceptual framework issues began in June 2003.  

Key Terms Used in the Project Description: 

Disclosures refers to notes and narrative that are an integral part of financial 
statements. 

Financial Report refers generically to the annual report containing the entity’s 
annual GAAP financial statements as well as information required by authorities 
other than FASAB. This report is referred to as a “Performance and 
Accountability Report” by most agencies. 

Financial Reporting Objectives refers to objectives that should be attained 
through federal financial reports broadly.    

Financial Statements refers to the basic financial statements required by 
generally accepted accounting principles. Disclosures are an integral part of 
financial statements. 

Other Required Information refers to required supplemental information 
(including Management Discussion and Analysis) and required supplementary 
stewardship information. 

Staff Action Items are presented under “related projects” for each phase. These 
action items flag required components of staff work on active projects other than 
the concepts projects. While not necessarily occurring sequentially or in 
conjunction with a concepts project issue, these action items should ensure that 
staff frame issues in terms of concepts and explicitly raise conceptual 
foundations they are relying on and concepts related issues.  

Primary Objective: 

                                            
2 The Board’s desire to evaluate concepts after 12 years of substantial progress is stimulated by a 
perception that (1) some critical concepts that have been relied on are not yet included in a concepts 
statement, (2) certain aspects of the concepts – notably the liability definition – are not widely accepted, 
and (3) there is a need to communicate clearly to the growing community of federal financial report users, 
preparers and auditors. 
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To ensure Federal Financial Accounting Standards are based on a sound framework of 
objectives and fundamental concepts regarding the nature of accounting, financial 
statements, and other communications methods. The framework should: 

 provide structure by describing the nature and limits of federal financial 
reporting,3 

 identify objectives that give direction to standard setters,  
 define the elements critical to meeting financial reporting objectives and 

describe the statements used to present elements,  
 identify means of communicating information necessary to meeting objectives 

and describe when a particular means should be used, and 
 enable those affected by or interested in standards to understand better the 

purposes, content, and characteristics of information provided in federal 
financial reports. 

 

Project Phases and Related Standards Projects: 

For each phase of the overall project, a brief description including example issues, 
current status, related active projects, staff action items and changes related to the 
acceleration effort are identified. The efforts in related standards projects would not be 
limited by progress on the concepts project. Rather, as issues are identified in 
standards projects staff would explicitly relate the issues to the relevant concepts (both 
existing and developing concepts). The Board would consider the issue, how the 
concepts would help resolve the standards issue and decide whether and how to 
proceed on the standards project. The consideration of standards issues within the 
existing or evolving conceptual framework should inform the concepts project. Thus, the 
standards projects should advance while explicitly including some deliberation on 
concepts issues.  (Staff notes that concepts are generally referenced in standards 
projects currently. This plan would increase the amount of effort devoted to explicit 
reference to concepts and open issues for debate in conjunction with standards. Thus, 
additional time may be required to complete standards.) 

PHASE 1: Evaluate Objectives and Other Aspects of SFFAC 1 

Concepts 1 identifies reporting objectives. Some Board members have suggested that 
FASAB reporting objectives are broad in comparison to those of other standard setters. 
In fact, Concepts 1 indicates that “many information sources other than financial 

                                            
3 Federal financial reporting has changed dramatically since FASAB’s inception. Some changes have 
been the result of FASAB’s efforts and others have been the result of legislation, OMB directives or 
preparer enhancements. Today, most CFO Act agencies prepare a Performance and Accountability 
Report. This report includes many reports related to financial and program performance previously issued 
separately. Through the course of this concepts project, FASAB will attempt to be clear regarding the 
scope of its efforts. However, FASAB will need to refer broadly to “financial reporting” to assess how 
current objectives are or may be met. To prioritize its own efforts to meet financial reporting objectives, 
the Board will need to be explicit with respect to aspects of financial reporting that are the result of other 
requirements (e.g,. components of the auditors report). 
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statements help to attain these objectives. The objectives relate to the management and 
financial reporting systems in the federal government in their entirety.” (par. 5)  As the 
Board’s work has progressed, members have found it difficult to rely on these broad 
objectives to reach conclusions on specific standards issues. 
Phase 1 will address questions such as: 

1.1. As drafted, are the objectives themselves clearly stated and complete? 
1.2. Have any events or circumstances arisen since the objectives were drafted that 

would cause the Board to reconsider them? 
1.3. Are certain objectives currently met by means other than GAAP financial 

statements? If so, how reliable (stable) are the means currently in pace?4  
1.4. Does FASAB have a comparative advantage over other means of meeting 

certain objectives? 
1.5. Are the objectives overly inclusive? Some have suggested that the objectives 

are so broad that they do not narrow the field of alternatives.  Is it appropriate to 
determine “FASAB’s objectives” from among the current broad reporting 
objectives? Alternatively, is it appropriate to prioritize among the current 
objectives?  

1.6. How does the current reporting model contribute to meeting each reporting 
objective? (Responding to this question may require the Board to express its 
views on element definitions and the purpose/meaning of individual statements. 
This discussion would serve as a building block for future projects.) 

1.7. Concepts 1 established qualitative characteristics. Have these characteristics 
been useful? Is the list complete and clear? Should greater emphasis be placed 
on certain of the characteristics? 

1.8. Based on the above issues, the board would consider whether an amendment of 
the objectives is needed. The Board may conclude that the objectives are 
appropriate and that issues may be resolved by increased reference to and 
explanation of the tradeoffs among objectives in its deliberations. 

 
Status of Phase 1: Since the inception of the project, the Board has (1) reviewed federal 
financial management legislation and regulations with an emphasis on changes since 
1990, (2) considered the underlying reasons for SFFAC 1’s inclusion of internal users 
needs (the dual focus on internal and external users), (3) discussed specific ways prior 
standards contributed to meeting certain objectives and indirect contributions to 
improving systems and controls, and (4) the foundational objectives of accountability 
and decision usefulness.  
 
At its March 2005 meeting, the Board approved an outline for a white paper on 
objectives of federal financial reporting. The white paper will address the nature and 
limitations of financial reporting, relationships between GAAP based financial reports 
and other sources of information, changes in the environment since FASAB was 
established, and specific implications for the four reporting objectives identified in 

                                            
4 Note that the fact that other means contribute to meeting reporting objectives does not preclude the 
Board from taking up an issue. The Board might alter the priority it places on such issues in light of 
existing information sources.  
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SFFAC 1 (budgetary integrity, operating performance, stewardship and systems and 
controls). In developing the white paper, staff held four roundtables in late 2005 to solicit 
input from members of the broader community. For example, individuals engaged in 
performance reporting were invited to the roundtable on operating performance.  The 
white paper may be finalized by the Board in 2006 after considering the roundtable 
results.  The white paper may inform the Board as it (1) decides whether SFFAC 1 
requires clarification or may remain as issued and (2) begins a strategic planning effort. 
 
Related Active Projects: For each standards project, the Board considers how 
accounting alternatives would contribute to meeting reporting objectives. For some 
standards, the Board has indicated that one or more objectives are “primary.”  Thus, the 
Board may wish to consider whether explicitly speaking to the reporting objectives by 
narrowing or ranking the objectives for that specific project would enhance decision 
making on each active project.  
 

Staff Action Items:  For each active project, staff will (1) indicate which objectives 
are most relevant, explain why other objectives are not considered relevant, and, 
if applicable, explain barriers to consideration of those not considered relevant, 
(2) as policy alternatives are considered, describe how the alternatives contribute 
to meeting relevant objectives, and (3) identify any other means (i.e., other than 
GAAP financial statements but including certain reports mandated by law) of 
meeting the reporting objectives. 

 
Phase 1 Product: Following completion of the white paper, the Board may wish to 
develop a concepts statement that narrows or ranks the previously stated objectives5 
and presents any clarifying language related to other fundamental topics covered in 
Concepts 1. The statement may address the current reporting environment (including 
non-GAAP reporting initiatives), how the original (broader) reporting objectives not 
retained (or no longer primary) are met, and the Board’s role in meeting the remaining 
or primary objectives.  The phase 1 product should (1) enhance the Board’s selection of 
standards projects by making explicit the objectives attainable through GAAP financial 
reports and (2) communicate to users the Board’s objectives. In addition, the white 
paper will support a strategic planning effort expected to begin in 2006. 
 

Changes Related to Acceleration: Two staff members were assigned in mid-
2005 (as a result of the early termination of the stewardship investments project) 
and have made substantial progress. At the conclusion of the July meeting, I 
anticipate reducing the staffing on this phase to one staff member. Ross Simms 
would continue on this phase and support the development of the final white 
paper, any documents to amend or augment the concepts statements, and the 
Board’s strategic planning effort. Melissa Loughan would take up Entity issues. 
 

                                            
5 Note that the staff action items call for a ranking on a project by project basis, the ranking suggested 
here would be for overall reporting objectives. Thus, there would be a “default” ranking at the beginning of 
each project. Note that the ranking need not be a strict hierarchy – there could be Tier 1 objectives and 
Tier 2 objectives. 
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PHASE 2: Elements and Recognition  

Definitions of some elements are currently found in the related standards (e.g., “liability” 
is defined in SFFAS 5 and “revenue” is defined in SFFAS 7). FASAB has not defined 
“asset.” For the Financial Accounting Standards Board (FASB) and many other 
standard setters, “asset” is considered the primary element definition because all other 
definitions refer to the asset definition. Items meeting the definition of an element 
become candidates for recognition. Recognition decisions are made in accounting 
standards and are based on an assessment against recognition criteria. The concept 
statement will present key recognition criteria. The concept statement will not address 
display issues or the role of disclosures. 
This phase of the project will: 

2.1. Create definitions for fundamental elements – assets, liabilities, net position, 
revenue and expense 

2.2. Provide explanatory text to guide the application of the definitions 
2.3. Develop recognition criteria  

 
Status of Phase 2: The Board has developed a definition and characteristics of assets, 
liabilities, and net position and working definitions of revenue and expense. The draft 
exposure draft includes a discussion of the entity for which the definitions apply, the role 
of uncertainty in application of the definitions, and the legal framework related to 
liabilities. In addition, recognition criteria have been prepared. The Board hopes to issue 
an exposure draft in mid-2006. If that date is met, a final statement would be issued in 
early 2007.  
 
Related Active Projects:   

For Balance Sheet Elements: 
 Assets – Natural Resources 
 Liabilities – Social Insurance, Research into the Application of the Liability 

Definition 
 Net Position –  

 
For Statement of Net Cost or Statement of Changes in Net Position Elements: 

 Expense/Cost - Actuarial  
 Revenue and other financing sources– Natural Resources  

 
Staff Action Items: For each active project, staff will present the relevant element 
definition and explain whether and why an element definition is met with respect to 
the item under discussion.  In addition, recognition criteria will be discussed and an 
explanation of whether the item qualifies for recognition will be provided. 

 
Phase 2 Product: A concept statement listing element definitions and establishing 

recognition criteria will result. The effect should be a stronger framework for 
addressing specific standards and a tool for preparers/auditors to consider specific 
situations not yet addressed in standards.  
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Changes Related to Acceleration: No changes are proposed to the work plan 
for elements and recognition criteria. However, phase 2 initially included the 
items now presented as Phase 3.  Establishing a separate phase will facilitate 
staff assignments. 
 

PHASE 3: The Financial Report:  MD&A, Statements, Notes, RSI, and OAI 
 
SFFAC 2, Entity and Display, describes the principal statements included in a federal 
financial report. These descriptions typically list specific elements and types of items 
included among elements (e.g., assets – cash, inventory, property). In addition, the 
1996 Implementation Guide accompanying SFFAS 7 provides a more detail description 
of the role and structure of each statement. Some have suggested that SFFAC 2 does 
not adequately reveal the objective of each statement or the building blocks of the 
statements. In addition, the evolution of performance and accountability reports (PAR) 
and sustainability reporting has not been captured in our concepts statements. [Staff 
assignments are noted in brackets as are any task force needs. Eileen Parlow will serve 
as the lead staff member and will prepare material related to all topics not otherwise 
assigned. In addition, she will integrate the pieces into a single document.] The 
following issues will be addressed: 

3.1. Financial reporting may be depicted in a chart (with accompanying narrative – 
see Figure 1 in SFFAC 3) answering the following questions: 

3.1.1. SFFAC 1 established broad reporting objectives and acknowledges that 
financial report users have access to many types of financial reports and 
other information. How does the general purpose federal financial report 
relate to this universe of information and to the reporting objectives? 

3.1.2. What are the key components and limitations of the general purpose 
federal financial report (GPFFR)? 

a. Is performance reporting an integral part of the GPFFR? 
(1) If so, why and what is the desired relationship between performance 

and financial information?  
(2) If not, what does this suggest? 

b. What is FASAB’s relationship to each component of the GPFFR? Key 
components we now have in the PAR: 
(1) MD&A 
(2) Performance Reports 
(3) Financial statements 

• Accrual based 

• Projections (SOSI) 

• Notes 
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(4) Required Supplementary Information (RSI) 
c. Other Accompanying Information (OAI)  
d. Audit Report 
e. What are the limitations of financial reporting? 

3.2. What constitutes a full set of financial statements? (What statements are 
essential to meeting objectives?) 

3.2.1. Describe each current statement and how it contributes to meeting 
reporting objectives  [Staff assignments: Fontenrose – SOSI, Statement of 
Financing; Loughan – Statement of Net Cost; Parlow  - All others including 
performance reports] 

3.2.2. Identify objectives not yet addressed through financial statements and 
suggest alternatives to meeting them. 

a. Some members have expressed concerns regarding the ability to assess 
long-term sustainability and ask that we consider whether additional 
statements or report components may be needed. A task force would be 
convened. Membership should include OMB, CBO, GAO, Treasury, and at 
least an equal number of non-federal experts with relevant experience. 
Staff will provide the task force with background literature on sustainability 
reporting by other countries and a list of issues related to the items below 
for discussion. Ideally, any necessary standards could be produced in 
conjunction with the concepts. The task force would be charged with:  
(1) Identifying a universe of candidates for financial sustainability 

reporting: 

• a set of measures related to the sustainability of national programs 
globally (current service projections, GDP projections, sensitivity 
analysis)  

• forecasts of the government’s long term financing needs; and 

• information intended to inform consideration of inter-generational 
equity issues.  

(2) Considering barriers to and limitations on financial sustainability 
reporting. 

(3) Expressing preferences for presentation of sustainability information in 
reports including techniques for making the information meaningful to 
users (per capita amounts, charts, trends). 

(4) Outlining a proposal regarding board’s role in establishing standards 
for sustainability information. 

b. Performance reporting has not been addressed by the Board with the 
exception of calling for a summary of key measures in the MD&A.  A task 
force approach also may be useful but staff prefers to defer formation of 
an additional task force until the sustainability issues are addressed. 
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3.2.3. Disclosures [Staff assignment - Simms] 
a. What are disclosures? 
b. How do disclosures relate to financial statements? 

(1) What factors does the board consider in deciding what to include in 
disclosures? 

(2) To what extent is disclosure (in notes) of important information not 
meeting an element definition effective for meeting reporting 
objectives? 

c. Cost benefit considerations  
d. What guides the board in determining whether Government-wide 

disclosures differ from component entity disclosures? 
3.2.4. Required Supplementary Information  

a. What is RSI? 
b. How does RSI relate to the other GPFFR components? 

3.2.5. Other Accompanying Information 
a. What is OAI? 
b. How does OAI relate to the other GPFFR components? 

3.3. Issues related to prior concepts: 
3.3.1. Consider the effect of the new element definitions on recognition in a 

statement:  
a. Does the definition result in omission of important information that does 

not meet an element definition but otherwise aligns with the goal of a 
principal statement? If so, is there another element definition needed or 
does the omission imply a need to revise the definition? (Issue related to 
elements would be coordinated with Phase 2 efforts. If new elements are 
warranted, the concept statement defining elements would be revised or 
augmented through due process.) 

b. If new definitions are needed, should all defined elements be part of an 
articulated set of principal statements? If not, should new non-articulated 
statements be added to the principal statements for the federal model?  

3.3.2. Do the existing concepts clearly explain the relationship between the 
elements and the purpose of each financial statement? Have we identified 
the “building blocks” for federal reporting? 

 
Related Active Projects: All projects are related to the statements and notes. Staff will 
indicate reference any issues arising through discussion of the above issues and offer 
comments on how the issues might impact the related active project.  
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Phase 3 Product: A concept statement describing statements (both existing and any 
newly developed statements) and stating how they relate to meeting reporting 
objectives, and expressing the Board’s preferences for communication methods (e.g., 
when it is appropriate to use notes versus recognition and how to report on info that is 
not related to elements). 

Changes Related to Acceleration: The statements and notes issues will be 
addressed in a separate phase and a staff member will be assigned this as a 
primary project to coordinate and conduct research on the issues. In addition, 
specific existing statements will be assigned to other staff to research and 
comment on as their secondary project. (In general, each staff member would 
have a primary project assignment and a secondary project assignment(s).)  

In addition to the staffing plan, in response to input regarding “sustainability” 
issues, three new sub-issues are identified under issue 3.2 above. This is not an 
expansion of the work plan. Rather it is explicit acknowledgement of the 
concerns expressed.  Work will begin in mid-2006 with an ED anticipated in late 
2007. 

PHASE 4:  Measurement 

Accounting standards include guidance for measuring items to be recognized and/or 
disclosed. Providing this guidance involves selecting among various measurement 
attributes. FASB identified five measurement attributes in its Concepts Statement No. 5, 
par. 67: 
a. Historical cost (historical proceeds) 
b. Current cost 
c. Current market value 
d. Net realizable (settlement) value 
e. Present (or discounted) value of future cash flows. 
 
In addition, FASB published Concepts Statement No. 7, Using Cash Flow Information 
and Present Value in Accounting Measurements, which provides a framework for using 
future cash flows as the basis for accounting measurements at initial recognition or 
fresh-start measurements and for the interest method of amortization.  It provides 
general principles that govern the use of present value, especially when the amount of 
future cash flows, their timing, or both are uncertain.  It also provides a common 
understanding of the objective of present value in accounting measurements. In 
addition, FASB plans to issue standards regarding fair value measures early in 2006. 
FASAB has not addressed measurement attributes6 but has used attributes other than 
historical cost in the existing standards. Thus, the federal model is described as a multi-
attribute model.  Concepts broadly addressing appropriate techniques for devising 

                                            
6 Attribute “refers to the traits or aspects of an element to be quantified or measured, such as historical 
cost/historical proceeds, current cost/current proceeds, etc.” Statement of Financial Accounting Concept 
1, par. 2, footnote 2. 
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measures consistent with each attribute as well as when it is appropriate to select a 
particular measurement attribute would be useful. In standard setting, attributes would 
be assessed for relevance based on their potential contribution to meeting reporting 
objectives. In some cases, choices may be required between competing measurement 
attributes contributing in varying degrees to meeting individual reporting objectives; that 
is, trade-offs may be required in selecting a measurement attribute. 
Related Active Projects: All current standards and projects include issues related to 
measurement. Of particular importance are the recently completed project on heritage 
assets, stewardship land, and ongoing projects on social insurance and natural 
resources.  Each of these requires consideration of relevant measurement bases and 
the impact of reliability issues on the use of relevant measures. Measurement bases are 
assessed for relevance in relation to meeting the reporting objectives.  

Staff Action Items:  For each relevant active project, staff will present a discussion of 
(1) why a previous FASAB standard did not require recognition, (2) how the 
information would be treated when the FASB recognition criteria are applied, and (3) 
what barriers staff sees to recognition and measurement. Staff will explicitly list 
potential measurement bases and describe how alternatives align with reporting 
objectives. 

Phase 4 Product: A concept statement defining various measurement bases and 
indicating circumstances when differing bases are appropriate would be published. The 
effect should be a resource for members in considering specific measurement guidance 
and consistent selection of attributes. 
 

Changes Related to Acceleration: Phase 4 would not be affected by the 
acceleration. Phase 4 may be pursued in early 2007. 

PHASE 5: Entity Issues 

The Board is aware of a number of entity issues. While SFFAC 2 provides criteria for 
determining if an entity should be included as a federal entity, questions continue 
regarding whether certain activities should be included and whether certain entities 
should follow FASAB GAAP. 
The Board will consider questions such as: 

5.1 Criteria for including entities (SFFAC 2 provides these)  
5.2 Criteria for consolidating entities  
5.3 Reporting on joint ventures 
5.4 Reporting on relationships that lead to an assumption of federal support 

without consolidation being required; should disclosures be required? 
5.5 What, if any, Federal entities using FASB standards should continue to do 

so? (Staff effort underway. Guidance is anticipated in late 2006/early 2007.) 
5.6 Reporting on “national” vs “governmental” indicators (Will be addressed 

somewhat in objectives – phase 1 - and sustainability – phase 3.) 
 
Related Active Projects: Fiduciary activities introduces issues relating to inclusion of 
“non-federal” assets on the entity’s balance sheet.  
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Appropriate Source for GAAP - There are government corporations, government 
sponsored entities and other federal entities currently producing FASB GAAP 
statements. The appropriateness of this is being evaluated at the staff level. 
The Federal Entity – Will address issues 5.1 through 5.4 through both concepts and 
standards.  

Staff Action Items:  Staff assigned to Phase 5 related projects should coordinate 
efforts. 

Phase 5 Products: All products related to Phase 5 are addressed in other 
project plans. 

 
Changes Related to Acceleration: The Board requested that a project on Federal 
Entity issues be initiated. The Federal Entity project will be assigned to Melissa 
Loughan in mid-2006 and will result in both concepts and standards on issues 5.1 
through 5.4.  The Appropriate Source for GAAP (issue 5.5) is being addressed 
through staff level guidance. Issue 5.6 will be addressed initially through phases 1 
and 3. The Board may identify additional issues in those phases that suggest a 
separate effort on standards is needed. 
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